Major changes in federal and state welfare systems have created new opportunities for the development of innovative social policies aimed at low-income individuals who desire to work. New York State, which had one of the most generous earned income tax credits and child and dependent care credits among the states, is now using federal funding through the Temporary Assistance to Needy Families program to finance enhancements in these tax credits. The authors demonstrate the impact of the combined income tax credits on low-income taxpayers. The results show that over the past seven years, effective tax rates have decreased markedly and become negative for these taxpayers. In effect, New York provides direct cash rebates to working poor families, and these tax subsidies are among the largest of all the states.
INTRODUCTION
H istorically, state tax policy and welfare reform efforts have had little in common and have developed independent of one another. New York is an exception to this rule. The state has been at the forefront of innovative policies surrounding both its personal income tax and its approach to welfare reform for many years. More recently, the relationship between state tax policy and welfare policy has become even more intertwined. This paper will explore New York's experience with social tax policies directed at working individuals with below average incomes. It will also demonstrate how new federal laws have caused New York policy makers to further utilize the tax system to promote desired social welfare outcomes.
New York State Personal Income Tax
New York is one of 41 states with a broad-based personal income tax. The income tax is the state's largest revenue source, collecting over $23 billion in State Fiscal Year (SFY) 1999 (SFY) -2000 . This comprised over one-half of all state tax revenues. New York's personal income tax starts with federal adjusted gross income with certain state-specific modifications. Taxpayers may choose either the standard deduction or itemized deductions, whichever is larger. The standard deduction currently equals $7,500 for single individuals, $10,500 for heads of household, and $13,000 for married couples filing a joint return. Itemized deductions equal federal deductions with the main exception of the deduction of state and local income taxes paid. No personal exemptions are allowed for the taxpayer or spouse, but $1,000 may be deducted for each dependent.
New York has a graduated income tax schedule with current rates ranging between 4 and 6.85 percent. The tax brackets for the married filing joint tax rate schedule include full income splitting. Top tax rates apply at $20,000 of taxable income for single individuals, $30,000 for heads of household, and $40,000 for married couple filing jointly.
New York provides personal income taxpayers a variety of tax credits, including a household credit (HHC), real property tax "circuit breaker" credit, and a series of investment tax credits. This paper will focus on two credits which are refundable, the earned income tax credit (EITC) and the child and dependent care credit (CCC). In this paper, "refundable" means that the credit can reduce a taxpayer's liability to a negative number such that the state rebates the negative liability to the taxpayer. This is different from the cash-flow term "tax refund" which refers to returning to a taxpayer an amount of overpayment (e.g., withholding less tax due).
Federal Welfare Reforms-TANF
Recently, the federal government enacted landmark welfare reforms in the Personal Responsibility and Work Opportunity Act of 1996. This legislation created the Temporary Assistance to Needy Families (TANF) program, which converted the former Aid to Families with Dependent Children (AFDC) to a block grant. States were allocated a fixed amount of federal TANF funding over six federal fiscal years 1997-2002. The TANF program provides flexibility for funding a variety of employment and training activities, support services, and benefits that allow individuals to find work. States fund their TANF programs with a combination of federal and state funds. If states use federal funds, recipients are subject to work and participation requirements, a time limit of the federal assistance, data reporting, and certain prohibitions. States retain broad discretion in providing a wide range of benefits and services, and to set different eligibility standards for the different types of benefits. There is also the availability of state maintenance-of-effort (MOE) funds. States must spend 80 percent of their historic level of spending, or 75 percent if they meet work participation requirements, on "qualified state expenditures" to meet the basic MOE requirement. All MOE funds must be spent on TANF-eligible families.
Because of the improved economic picture in New York over the past five years, unemployment is low and welfare case loads have been significantly reduced. Therefore, the fixed size of the TANF block grant has generated surplus funds that can be used in many ways. In New York, about three-quarters of the TANF monies are used to fund the provision of benefits to eligible households and finance services that encourage work. The remainder of the TANF funds are used for fiscal relief for state and local governments and for contingency reserves.
TANF has expanded opportunities states have to develop new policies to help people leave the welfare rolls. This has been exemplified by a multitude of welfare-to-work programs, especially at the state level. In addition, TANF has spurred a new partnership between these mainstream welfare policies and the state income tax structure. States, including New York, are now using the refundable portion of certain income tax credits such as the EITC and the CCC towards the MOE requirement. The TANF regulations make clear that income tax credits that "go beyond tax relief and are paid to the eligible family would count toward a state's basic MOE requirement if the expenditure is reasonably calculated to meet a purpose of the TANF program (U.S. Department of Health and Human Services, 1999) ." This means that tax credits that provide general tax relief, such as the household credit or circuit breaker credit here in New York, would not qualify under TANF.
Welfare Reforms in New York State
After the passage of the federal Personal Responsibility and Work Opportunity Act of 1996, New York State crafted its own counterpart. In 1997, welfare reform legislation was enacted in New York that allowed the State to spend the federal block grant in a program that was designed to put people back to work. New York's welfare system underwent broad, fundamental changes that reduced State welfare rolls by over 700,000 since 1995. Due to these reforms and a vibrant economy, welfare case loads in New York are at levels that have not been observed since the 1960s. The next section of this paper describes New York State's two main tax credits aimed at encouraging work for those individuals with modest or low income: the EITC and the CCC. Both of these credits have been significantly increased through legislation as New York has sought to avail itself of funding through the federal TANF program. The third section provides an overview and analysis of state EITC and child and dependent care tax provisions, including a comparison of tax thresholds in the states. The fourth section illustrates how New York's income tax structure, including refundable credits, affects families at various levels of the poverty line over time, including the interaction with federal law. The fifth section is the conclusion.
DESCRIPTION OF NEW YORK STATE INCOME TAX CREDITS FOR THE WORKING POOR

Earned Income Tax Credit (EITC)
Chapter 170 of the Laws of 1994 made New York the seventh state to provide an EITC. Enactment of the credit enjoyed broad political support, ranging from low-income advocacy groups to business organizations.
The EITC took effect for tax year 1994, and is based on a percentage of the federal credit. It was originally scheduled to phase in from 7.5 percent to 20 percent of the federal credit over the four-year period 1994-7. However, legislation enacted in 1995 accelerated the full phase in from 1997 to 1996. 1 Table 1 shows the credit percentages and amounts since 1994.
The 1995 legislation also required that claimants reduce their EITC by the amount of household credit (HHC) they use to reduce tax liability. The HHC, a nonrefundable credit averaging about $50 and available to taxpayers with federal adjusted gross incomes under $32,000, was previously scheduled to be eliminated by 1997. As a tradeoff for retaining the HHC, the 1995 legislation required its subtraction from the EITC beginning in 1996, in effect limiting the HHC to persons without earnings and/or childrengenerally the elderly.
Finally, legislation enacted in 1999 increased the credit percentages to 22.5 percent in tax year 2000 and 25 percent for tax years beginning after 2000. One factor behind the increase was the certification by the U.S. Department of Health and Human Services that increased refundability of state EITCs is eligible for federal TANF revenue. The Department of Taxation and Finance estimates that approximately 85 percent ($110 million) of the $130 fully effective cost from increasing the EITC from 20 to 25 percent of the federal amount is eligible for federal reimbursement under TANF guidelines.
The 1999 increase contained statutory language, termed a "reversion event," that would return the EITC to its original 20 percent if New York were not able to access the federal TANF funding through the EITC. That is, if the federal government had determined that state increases in EITCs did not qualify as welfare spending, then New York would not have increased its EITC. However, this reversion has not thus far occurred. Figure 1 illustrates the structure of New York's EITC for tax year 2000.
Future Changes
As part of the New York's SFY 2000-1 budget, the EITC was increased from 25 percent to 27.5 percent of the federal credit for tax year 2002, and to 30 percent thereafter. This will provide additional annual benefits of approximately $125 million when fully effective. The Department of Taxation and Finance estimates that about 85 percent of this amount, or $105 million, would represent additional refunds, and therefore would qualify for the TANF offset. As with the 1999 legislation, the EITC reverts back to its original 20 percent of the federal credit if TANF resources cannot be used to fund the increase in the credit.
Some other key features of the EITC include:
• The credit is refundable to residents, nonrefundable to nonresidents, and partly refundable for part-year residents based on their resident-period earnings. • Taxpayers claim the credit on Form IT-215, which they must file along with their regular tax return. • Similar to federal practice, the Department of Taxation and Finance computes the EITC for taxpayers who request so when filing the noncompute Form IT-100 (the New York counterpart to the federal 1040 EZ).
The 1994 legislation requires that the Department of Taxation and Finance prepare an annual report, both in preliminary and final format, which provides statistical information on the EITC based on county of residence, filing status, amount of earned income, and number of qualifying children (New York State Department of Taxation and Finance, various years). 2 Table 2 shows credit usage and amounts from 1994 through 1998.
As noted above, the EITC is refundable to New York State residents, who account for over 99 percent of all claimants and amounts. In addition, approximately 85 percent of the total EITC claimed was paid as refunds to persons without tax liabilities. This is similar to the federal experience.
Child & Dependent Care Credit (CCC)
Effective beginning in the 1977 tax year, New York adopted a nonrefundable CCC equal to 20 percent of the federal credit. Except for federal changes, the credit remained unchanged through 1995. A series of law changes enacted in 1996 through 2000 gradually increased the credit percentage at certain income levels, above which it continues to phase down to 20 percent. 3 Also, effective in 1996 the CCC was made refundable for New York residents, though the CCC remains nonrefundable for nonresidents. Table 3 summarizes these changes. Table 4 shows the number of credit claimants, and the value of credits claimed, in recent years.
The table indicates that the increases in the credit effective for 1996 and 1997 had no impact on overall CCC usage, but the average amount of the credit claimed increased slightly from $101 to $108. In fact, the total value of the CCC remained between $35 million and $40 million annually until the more substantive changes enacted in 1998 took effect. The credit expansion effective for tax years beginning after 1998 is estimated to result in a total CCC value of approximately $150 million for the 2000 tax year. Finally, the expansion enacted and effective in 2000 partially qualifies for the TANF offset.
As with the EITC, beginning in 1996, taxpayers must file a separate Form IT-216, together with their tax return, to claim the CCC. The Department of Taxation and Finance computes the credit for taxpayers who file the no-compute Form IT-100, which is the New York counterpart to the federal 1040-EZ. Table 5 lists states that currently allow these credits and the respective size of the credits based on the maximum percentage of the federal credit allowed. Not included in this table are State tax provisions that may be referred to as earned income credits, but that in reality are neither linked to the federal credit structure nor emulate the federal structure.
New York's 22.5 percent rate is among the highest in the nation and is fully refundable. Full refundability ensures that all taxpayers benefit from the credit although they may not otherwise owe tax. The credit is currently scheduled to increase to 25 percent of the federal credit in tax year 2001, 27.5 percent in 2002, and 30 percent in 2003 . (8) Notes:
(1) Credit is only available if state revenues exceed constitutional spending limitations. The credit was 8.5% of the federal credit in tax year 1999.
(2) House Bill 3939, now Public Act 91-0700, was signed into law on May 11, 2000. The credit is available beginning in tax year 2000. The credit is scheduled to sunset after three years and is to be paid for by tobacco settlement funds.
(3) Credit is only partially refundable.
(4) Credit is currently scheduled to increase to 15% of the federal credit by tax year 2001. (5) Credit is not based on the federal credit, but on earned income at the following credit rates-1.1475% (no children), 6.8%-8.5% (one child), and 8%-20%(two or more children). Equivalent maximum percentage of the federal credit shown is an estimate for a taxpayer with two or more children with earned income of approximately $17,000-$18,100. (6) Credit is currently scheduled to increase to 15.0% in tax year 2001, 17.5% in 2002, and 20.0% in tax year 2003. The credit is only available to families with gross incomes of $20,000 or less. In contrast, Maryland's credit has a higher rate at 50 percent of the federal credit, but the state's credit is only partly refundable. Minnesota's credit is the only state credit not explicitly linked to the federal credit. The credit is based on earned income at different rates for single taxpayers or those with one, two or more children. The equivalent maximum percentage of the federal credit is approximately 32 percent.
Two other states-Rhode Island and Vermont-allow their residents a portion of the federal credit due to their assumption of federal tax liability as the starting point for their taxes. Rhode Island and Vermont, with credit rates of 26 percent and 25 percent, respectively (based on their linkage to federal tax liability) are also higher, but only Vermont's credit is refundable. Wisconsin's refundable credit varies with the number of children. The maximum credit rate is 43.0 percent, but workers without children may not claim a state credit.
The remaining states offer relatively small EITCs. Colorado, for instance, currently offers a refundable state credit equal to 10 percent of the federal credit. Iowa offers a nonrefundable credit of 6.5 percent of the federal credit. Kansas provides a refundable credit of 10 percent of the federal credit, but the benefits are limited to those workers with dependent children. Massachusetts' credit is currently 10 percent of the federal credit, but is scheduled to increase to 15 percent by tax year 2001. Oregon offers a nonrefundable credit of only 5 percent of the federal credit. As noted, the availability of the TANF offset for states adopting or increasing the refundable share of their EITCs is likely to lead to more state legislation. Indeed, legislation has been introduced in many states to this effect.
Illinois will offer state residents a nonrefundable credit equal to 5 percent of the federal credit beginning in tax year 2000.
However, the program does not appear to be linked to the availability of TANF funds. Indeed, non-refundability greatly limits the use of TANF funds. Rather, the refundable credit is scheduled to sunset in 3 years and is to be paid for with tobacco settlement funds (Giertz and McGuire, 2000) .
New Jersey will provide families with gross incomes of $20,000 or less a 10 percent refundable credit beginning in tax year 2000. The credit is scheduled to increase to 15 percent of the federal credit in tax year 2001, 17.5 percent in 2002, and 20 percent in tax year 2003 and thereafter.
States with Child and Dependent Care Tax Provisions Table 6 provides details on current state child care provisions. Currently, some 25 states have such provisions. These provisions include both refundable and nonrefundable credits, subtractions, deductions, and itemized deductions.
The vast majority of states-20 in allprovide a credit for child and dependent care expenses. Credits are typically linked to the federal credit structure. Fifteen of the 20 states calculate their credits as a percentage of the applicable federal credit. Four states calculate their credits based on federal expense amounts. The remaining state, New Mexico, does not directly link to the federal structure, but requires that taxpayers calculate their state child day care credit as qualifying state expenses minus the portion of the federal credit actually used.
Seven of the 20 states offering credits make them fully refundable. An eighth state, Nebraska, provides a partially refundable credit. In addition, Oregon allows taxpayers to carry forward unused credits for a period of up to five years.
For tax year 2000, New York's CCC provisions are the highest in the nation in terms of both the credit percentage and 
Notes:
(1) The maximum Federal Credit is 30% of qualifying expenses in the Federal Adjusted Gross Income (FAGI) range $0-$10,000. The minimum percentage is 20% of qualifying expenses for taxpayers with FAGI over $28,000. Qualifying expenses must exceed earned income. Maximum qualifying expenses are $2,400 for one child and $4,800 for two or more children.
(2) Maximum or minimum effective state benefit rates are calculated for comparison with federal benefit rates. income ranges at which specific credit rates apply. Moreover, New York's credit is fully refundable. The credit equals 110 percent of the federal for taxpayers with New York Adjusted Gross Income (NYAGI) of up to $25,000. The credit percentage then phases down to 100 percent at $40,000 and remains at that percentage until NYAGI exceeds $50,000. The credit percentage then phases down to 20 percent of the federal credit when NYAGI exceeds $65,000.
In all, 11 of the 19 states with credits vary the size of their credits based on state-defined income measures. Colorado and North Carolina both vary their respective credits based on FAGI. California, Hawaii, Iowa, New York and Ohio's credits vary based on respective state AGI. Iowa's credit varies based on Iowa net income and New Mexico's credit by state modified gross income. Minnesota's credit varies based on household income. Oregon's credit varies based on federal taxable income.
One way to compare the relative value of state child and dependent care tax provisions-and the federal credit-is to calculate maximum and minimum benefit rates. Benefit rates are the percentage of federal expenses multiplied by the maximum-or minimum-percent of the federal credit allowed. For example, New York's highest benefit of 110 percent of the federal credit equals a maximum benefit rate of 33 percent versus the federal benefit rate of 30 percent. The minimum benefit rate is 4 percent, or 20 percent of the minimum federal credit allowed (20 percent of expenses).
Several other states have credits with maximum benefit rates that equal the federal maximum at specified income levels. The maximum benefit rate for Minnesota's refundable credit, for instance, is 30 percent, but only where household incomes do not exceed $17,720. Benefit rates then decrease until the credit is no longer permitted when household income exceeds $31,370. Nebraska's maximum benefit rate also equals the federal when FAGI does not exceed $22,000, and this credit is refundable. The minimum benefit rate is 5 percent when FAGI exceeds $29,000, but the credit is thereafter nonrefundable.
Five states do not offer credits, but nonetheless offer tax benefits based on child and dependent care expenses. Idaho and Maryland permit taxpayers to subtract federal expense amounts from their respective state adjusted gross incomes (AGI). Massachusetts and Virginia offer similar deductions for the same purposes to determine taxable income. Montana allows taxpayers itemizing their deductions to deduct child and dependent care expenses ranging from $2,400 for one person to $4,800 for three or more persons. For federal purposes, a maximum of $4,800 in expenses are permitted for two or more children. The benefit for taxpayers in each of these states equals the amount of expenses multiplied by the applicable marginal tax rate. Table 7 shows the maximum dollar value of EITCs and child and dependent care tax provisions in states that provide both tax law features. Only three states offer both forms of low-income taxpayer benefits on a fully refundable basis. New York is one of these states. Because of varying income limitations these maximum dollar values are not additive, but the maximum dollar values show the relative size of the benefits. New York offers the third highest fully refundable EITC after Minnesota and Vermont. Moreover, New York provides taxpayers with the single largest refundable CCC.
States with EITCs and Child & Dependent Care Tax Provisions
State Tax-Free Thresholds
Another way for states to ease the tax burden on lower-income taxpayers is to have a high tax-free threshold. These thresholds are the relative income level at which a specified type of taxpayer owes no state tax. Thresholds are typically calculated as the sum of standard deductions, personal or dependent exemptions, and generally allowable tax credits. Table  8 shows state tax-free thresholds for twoparent families of four for tax year 1999.
New York's tax-free threshold was tenth highest in the nation for tax year 1999. Married taxpayers filing jointly benefit from a standard deduction of $13,000. Moreover, taxpayers may claim exemptions of $1,000 per dependent. A household credit of $80 is also claimed by such taxpayers, as is a refundable EITC of $240.
The addition of the refundable CCC to this taxpayer scenario raises the tax-free threshold far higher still. For example, if the family were to incur child and dependent care expenses of a maximum $2,400 for one child, the tax-free threshold would rise from the $23,000 shown by about 25 percent to approximately $28,830. Moreover, if the family claimed the maximum $4,800 in child care expenses for two children, the threshold would rise to approximately $36,410, or almost 60 percent above the level shown.
New York's tax-free threshold has increased markedly over time. In 1994, the threshold for the same family of four was approximately $16,905 versus $23,000 in 1999. The standard deduction increased from $9,500 to $13,000 over the period. The State EITC increased from 7.5 percent to 20 percent of the federal credit. Although not included in these threshold numbers, the CCC also increased from a nonrefundable 20 percent of the federal credit to a refundable credit equal to 100 percent of the federal credit from tax years 1994 to 1999. Moreover, New York's standard deduction for married taxpayers filing jointly is currently scheduled to increase further to $14,600 by tax year 2003.
Another way of assessing comparative state tax treatment of low-income taxpayers is to look at the relative tax burdens faced by taxpayers with incomes at the federal poverty line or other defined income levels. A recent study, for example, found that New York taxpayers had the third lowest tax burden-in fact the third highest negative tax liability rebated to taxpayers-at both the federal poverty line and for taxpayers earning the minimum wage (Johnson, Zahradnik, and McNichol, 2000) . Notes:
(1) Maximum EITC dollar values are calculated applying maximum percentages of the federal credit or approximate equivalents from Table 5 to the maximum federal credit for taxpayer with two or more children, or $3,888.
(2) Maximum child and dependent care dollar values are calculated by applying maximum effective state benefit rates from Table 6 to maximum federal expense for two or more children, or $4,800.
Source: Office of Tax Policy Analysis. Briefly, the representative taxpayer model operates by summing items of income, including applicable exclusions, subtracting federal adjustments, such as contributions to IRAs, adding state additions (e.g., bond interest from other states) and subtracting state subtractions (e.g., federal bond interest, and in New York, certain retirement income). The model also deducts appropriate exemptions for taxpayers and their dependents as well as the respective New York state and federal standard or itemized deductions. Taxpayer liability before credits is then calculated using the appropriate tax rate schedules. Next, nonrefundable credits are subtracted to further reduce actual taxpayer liability. Finally, refundable credits are subtracted to determine ultimate taxpayer liability and the amount of the cash rebate the taxpayer may be entitled to receive.
The Head of Household Taxpayer Example
The following example is that of a head of household taxpayer with one dependent. Child care expenses are the maximum $2,400 allowed for one child under the federal child and dependent care credit. The taxpayer has solely wage income. FAGI and NYAGI are equal as the taxpayer has no federal adjustments to income, New York additions or subtractions, or income modifications. Taxpayer liability is calculated in three separate ways for each tax year from 1994-2000. These are the tax liability before the EITC and CCC, liability after the EITC, and liability after both the EITC and CCC.
The head of household taxpayer example above was chosen so as not to vastly overstate the realistic benefits of the credits. As previously noted in Table 7 , in tax year 2000 the maximum possible values of New York's EITC and CCC, respectively, are $875 and $1,584, or a combined $2,459. However, because of different income phase-out ranges, typical taxpayers would likely receive lower credit amounts.
For example, for a head of household taxpayer to claim the maximum benefits, he or she must have two children in day care with the maximum qualifying federal expenses $4,800 and have wage (earned) income of as little as $9,717. At most, married taxpayers with two children and maximum child care expenses can get a combined maximum benefit of $2,304 with income as $13,697. 4 In the former case total child care expenses approach 50 percent of income and, in the latter, 35 percent. In the example presented hereafter, child care expenses represent, at most, slightly under 25 percent of earned income.
In Table 9 , the taxpayer has income equal to 100 percent of the federal poverty line. In 1994, this income level was Table 10 presents the same taxpayer liability data when the taxpayer's income increases to 150 percent of the federal poverty level. In contrast to the very low-income taxpayer, this taxpayer receives some benefit from the changes in the standard deduction. However, as New York's tax brackets are not indexed for inflation, the increase in the standard deduction is somewhat offset as income increases over time. Tax liability before the two refundable credits decreases by only $46 from $204 in tax year 1994 to $158 in tax year 2000. The effective tax rate only declines from 1.36 percent to 0.91 percent.
Again, the EITC changes this situation to a very obvious extent. Tax liability decreases by $228 from $98 to -$130 over the same period. The effective tax rate drops from 0.66 percent to -0.75 percent. The subsequent addition of the refundable CCC further decreases liability. The 1994 tax liability is -$31. By tax year 2000, liability has dropped by $785 to -$816. The effective tax rate falls from -0.21 percent to -4.71 percent. 1.68 percent to 0.83 percent over the period. When the refundable CCC is included, taxpayer liability declines from $189 in tax year 1994 to -$456 in tax year 2000. The effective tax rate drops from 1.02 percent to -2.13 percent over these tax years.
Interaction of the New York State EITC and CCC Figure 2 shows the phase-out ranges for both the EITC and CCC for the head of household example as income increases. The EITC range shown is that for a worker with one child. The phase-out is based on the maximum of earnings or modified FAGI. In contrast, the CCC phases out based on NYAGI. However, remember that the federal credit on which New York's credit is based phases out on FAGI. This makes little difference in this example where FAGI and NYAGI are the same, but the two income measures can often differ.
The CCC is obviously much larger than EITC. Also, the credit phases-out over a much broader range. In fact, like its federal counterpart, the CCC does not entirely phase out. For tax year 2000, the minimum credit is 20 percent of the federal credit for taxpayers with NYAGI over $65,000. However, both of these credits offer the maximum benefit to taxpayers with lower incomes. Taxpayers with one child only receive an EITC of any real size when their income is less than $25,000. These taxpayers also receive the highest CCC (110 percent of the federal credit).
A Comparison of New York State and Federal Tax Liability
Another way to demonstrate the potential significance of the New York State refundable EITC and CCC is to compare the State benefits to the federal benefits. The example is for the same taxpayer with income at the poverty line. Figure 3 shows that the relative value of New York State cash rebates has steadily increased compared to the federal benefits.
In tax year 1994, the New York State EITC was 7.5 percent of the federal credit. The State CCC was nonrefundable. Accordingly, the state rebate was only 7.51 percent of the federal rebate. However, the State EITC was enlarged several times from tax year 1994 to tax year 2000. The CCC was also made fully refundable in 1996 and it was increased to an ultimate 110 percent of the federal credit. Accordingly, the New York State rebate for this representative taxpayer increased to over 29 percent in tax year 1996, almost 37 percent in tax year 1997, and reaches almost 55 percent of the federal rebate in the final tax year shown (tax year 2000). 
